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ADMINISTRATIVE CONFERENCE OF THE UNITED STATES
"E l im in a t io n  o f  B a r r i e r s  t o  R e p r e s e n ta t io n  by  N o n la w y e rs" i s  th e  s u b j e c t  o f  a  
t e n ta t iv e  recom m endation o f  th e  A d m in is tra tiv e  Conference Committee on R egu lation , 
A d m in i s t r a t iv e  C o n fe re n c e  o f  t h e  U.S. ( s e e  th e  4 /1 0 /8 6  F ed . Reg., pp . 1 2 3 3 2 -3 3 ). 
T h is  t o p i c ,  a c c o rd in g  t o  t h e  C o n fe re n c e , r e l a t e s  t o  r e p r e s e n t a t i o n  b y  p e r s o n s  
o t h e r  th a n  la w y e rs  o f  o th e r  p e r s o n s  who h a v e  a  b u s in e s s  w i th  a  "m ass j u s t i c e  
ag en cy ," d e fin e d  a s  an agency program  in  w hich a  la rg e  number o f  in d iv id u a l c la im s 
o r  d is p u te s  in v o lv in g  p e rso n a l, fam ily , o r  p e rso n a l b u s in e ss  m a tte rs  come b e fo re  
an  ag en cy . The re c o m m en d a tio n s  c o n ta in e d  i n  t h i s  p r o p o s a l  a r e  a s  f o l lo w s :  (1) 
F e d e ra l  a g e n c ie s  t h a t  h av e  a p p e a r in g  b e f o r e  them  a  s i g n i f i c a n t  num ber o f  
u n rep re sen ted  in d iv id u a ls  w ith  p e rso n a l, fam ily , o r  p e rso n a l b u s in e s s  c la im s  o r  
d i s p u t e s  s h o u ld  re v ie w  t h e i r  r e g u l a t i o n s  r e g a rd in g  re p re s e n ta t io n . The rev iew  
should  be  d ire c te d  tow ards th e  g o a ls  o f  a u th o r iz in g  in c re a se d  re p re s e n ta t io n  by 
nonlaw yers, and o f  m axim izing th e  p o te n t ia l  fo r  f r e e  ch o ice  o f  r e p re s e n ta t iv e . 
(2) I f  an agency d e te rm in es  t h a t  some le v e ls  o f  i t s  p roceed ings a r e  so  complex o r  
s p e c i a l i z e d  t h a t  o n ly  s p e c i a l l y  q u a l i f i e d  p e r s o n s  can  a d e q u a te ly  p ro v id e  
re p re s e n ta t io n , th e n  th e  agency should  t a i l o r  i t s  e l i g i b i l i t y  req u irem en ts  so  as 
n o t t o  exclude nonlaw yers ( in c lu d in g  nonlaw yers who charge  fees) a s  a  c la s s ,  i f  a t  
l e a s t  some n o n la w y e rs , b y  re a s o n  o f  t h e i r  k n o w led g e , e x p e r ie n c e ,  t r a i n i n g  o r  
o th e r  q u a l i f i c a t i o n ,  c an  a d e q u a te ly  p ro v id e  th e  r e p r e s e n t a t i o n .  (3) A g e n c ie s  
sh o u ld  d e c l a r e  u n a m b ig u o u s ly  t h e i r  i n t e n t i o n  t o  a u th o r i z e  r e p r e s e n t a t i o n  by  
nonlaw yers m eeting  agency c r i t e r i a .  Where a  d e c la ra t io n  by  an agency may have th e  
e f f e c t  o f  p reem pting  s t a t e  law s (such a s  "unau th o rized  p r a c t ic e  o f  law" s ta tu te s ) ,  
th e n  th e  agency should  employ th e  p ro cedures s e t  o u t in  Recommendation 84-5 w ith  
r e g a r d  t o  n o t i f i c a t i o n  o f  and  c o o p e r a t io n  w i th  th e  s t a t e s  and  o th e r  a f f e c t e d  
g ro u p s . (4) A g e n c ie s  s h o u ld  re v ie w  t h e i r  r u l e s  o f  p r a c t i c e  t h a t  d e a l  w i th  
a tto rn e y  m isconduct (such a s  n eg lig en ce , fe e  gouging, fraud , m is re p re se n ta tio n  and 
re p re s e n ta t io n  when th e re  i s  a  c o n f l i c t  o f  in t e r e s t )  to  ensu re  t h a t  s im i la r  ru le s  
a r e  made a p p l i c a b l e  t o  n o n la w y e rs  a s  a p p r o p r ia t e .  Comments a r e  r e q u e s te d  by  
5 /7 /8 6 . For f u r th e r  in fo rm a tio n  c o n ta c t W illiam  Bush a t  202/254-7065.
FARM CREDIT ADMINISTRATION
A proposed  amendment r e l a t i n g  to  d is c lo s u re  in , and d is se m in a tio n  o f, annual r e p o r ts
t o  s h a r e h o ld e r s  h a s  r e c e n t l y  b e en  p u b l i s h e d  f o r  com m ent by  th e  FCA ( s e e  th e
4 /7 /8 6  F ed . Reg., pp. 1 1 7 4 5 -4 8 ). The p ro p o s a l  r e q u i r e s  t h a t  b e g in n in g  w i th  th e  
q u a r te r  ending 6 /3 0 /8 6 , banks and a s s o c ia t io n s  r e p o r t  q u a r te r ly  t o  sh a reh o ld e rs  on 
th e  f in a n c ia l  c o n d itio n  o f  th e  i n s t i t u t i o n  w ith in  a  fram ework e s ta b l is h e d  in  th e  
p ro p o sa l. The q u a r te r ly  re p o r ts  w i l l  c o n ta in  ru le s  fo r  co n d ensa tion  fo r  in te r im  
b a la n c e  s h e e t s  and  i n t e r i m  s ta t e m e n t s  o f  incom e, m a te r ia l  changes in  f in a n c ia l  
c o n d itio n , m a te r ia l  changes in  r e s u l t s  o f  o p e r a t io n s ,  and  f i n a n c i a l  s ta t e m e n ts .  
A d d i t io n a l ly ,  th e  am endm ent r e q u i r e s  t h e  a g g reg a te  amount o f  com pensation p a id  
d u rin g  th e  p rev io u s  f i s c a l  y ea r to  th e  to p  f iv e  h ig h e s t  p a id  o f f i c e r s  a s  a  group 
be d is c lo se d  in  th e  annual r e p o r t ;  and, each p ro d u c tio n  c r e d i t  a s s o c ia t io n  (PCA) 
send th e  f in a n c ia l  s ta te m e n t o f  th e  F ed e ra l in te rm e d ia te  c r e d i t  bank (FICB) in  i t s  
d i s t r i c t  t o  PCA s h a r e h o ld e r s  a lo n g  w i th  PCA's a n n u a l r e p o r t  t o  s h a r e h o ld e r s .  
Comments a re  re q u e s te d  by 5 /5 /8 6 . For a d d i t io n a l  in fo rm a tio n  c o n ta c t Thomas J . 
H olland a t  703/883-4452.
SMALL BUSINESS ADMINISTRATION
L e g is la t io n  t o  t r a n s f e r  th e  SBA to  th e  D epartm ent o f  Commerce, e f f e c t iv e  1 0 /1 /8 6 , h as
b e e n  s e n t  t o  C o n g re s s , a c c o rd in g  t o  a  r e c e n t  announcem en t b y  SBA A c tin g  
A d m in i s t r a to r  C h a r le s  L. H e a th e r ly .  The p ro p o se d  b i l l  w ould  im p le m e n t th e  
p ro v is io n s  in  P re s id e n t Reagan's f i s c a l  y ea r 1987 budget c a l l in g  fo r  t r a n s f e r  o f  
th e  SBA t o  th e  Commerce D e p artm en t and a l s o  e l i m i n a t i n g  SBA c r e d i t  a c t i v i t i e s .  
The p ro p o se d  l e g i s l a t i o n  w ould  a l s o  t r a n s f e r  SBA's lo a n  p o r t f o l i o  t o  th e  
D e p a rtm e n t o f  th e  T re a s u ry , f o r  c o n t in u e d  c o l l e c t i o n  and l i q u i d a t i o n .  S a v in g s  
under th e  p ro p o sa l, acco rd ing  t o  th e  SEA, a re  e s tim a te d  a t  $1.4 b i l l i o n  in  FY '87 
and $5.2 b i l l i o n  over th e  n e x t th r e e  y e a rs . In tro d u c tio n  o f  th e  proposed b i l l  has 
n o t y e t  o ccu rred  in  e i t h e r  th e  U.S. S enate  o r  House o f  R ep rese n ta tiv es .
TREASURY, DEPARTMENT OF
The IRS' t o l l - f r e e  te lep h o n e  s e rv ic e  h o u rs  w i l l  be  ex tended  th e  fo u r  days b e fo re  th e
4/15  f i l i n g  d e ad lin e . In  a d d it io n  t o  norm al b u s in e ss  h o u rs , ta x p ay e rs  needing
a s s is ta n c e  may c a l l  th e  IRS on S aturday , 4 /12 , and Sunday, 4 /13 , from  1:00 p.m. t o  
5:00 p.m. (EST). The phones w i l l  a l s o  be open an e x tr a  tw o h o u rs  on Monday, 4 /14 , 
and Tuesday, 4 /15 . T o l l - f r e e  te lep h o n e  a s s is ta n c e  i s  a v a i la b le  in  a l l  50 s t a t e s ,  
D.C., P u e rto  R ico and th e  V irg in  Is la n d s . The phone numbers a re  l i s t e d  in  th e  ta x  
package in s t r u c t io n s  and IRS P u b lic a tio n  910, Taxpayer’s  Guide t o  IRS In fo rm a tio n , 
A ss is ta n c e  and P u b lic a tio n s .
SPECIAL: NATIONAL INTERGOVERNMENTAL AUDIT FORUM SCHEDULED
The N a tio n a l In te rg o v e rn m en ta l A ud it Forum 's 6 th  B ie n n ia l con fe ren ce  w i l l  be  h e ld  in
S e a t t l e ,  WA 6 /8 -1 1 /8 6  in  c o n ju n c t io n  w i th  10 R e g io n a l Forum s. M ajo r i s s u e s
c o n c e rn in g  a u d i t  q u a l i t y ,  r e v i s i o n s  t o  g e n e r a l l y  a c c e p te d  a u d i t i n g  s ta n d a r d s  
(yellow  book), s in g le  a u d i t  and a u d i t  r e s o lu t io n  w i l l  be d isc u sse d  b y  governm ental 
le a d e rs . The conference  w i l l  be h e ld  a t  th e  S e a t t l e  S h era ton  H ote l. For fu r th e r  
in f o r m a t io n  th o s e  i n d i v i d u a l s  l i v i n g  in  t h e  w e s te r n  h a l f  o f  t h e  U.S. s h o u ld  
c o n ta c t  R oger D. Hayman a t  2 0 6 /4 4 2 -5 3 5 6  and  th o s e  i n d i v i d u a l s  l i v i n g  i n  t h e  
e a s te rn  h a l f  o f  th e  U.S. should  c o n ta c t Joseph  C on to is a t  202/275-9363.
SPECIAL: DINGELL SUBCOMMITTEE LOCKS AT REGULATORY ACCOUNTING PRINCIPLES
[Regu la to ry  acco un ting  p r in c ip le s  used t o  i n f l a t e  th e  n e t  w o rth  o f  t h r i f t
i n s t i t u t i o n s , a s  w e l l  a s  t h e  im p a c t o f  th o s e  r u l e s  on th e  F e d e r a l  D e p o s it
I n s u ra n c e  S ystem " w ere  s u b j e c t s  o f  a  c o n t in u in g  in q u i r y  b y  th e  O v e r s ig h t  and 
In v e s t ig a t io n s  Subcom m ittee, House Com m ittee on Energy and Commerce in  W ashington, 
D.C. on  4 /1 0 /8 6 . C hairm an  Jo h n  D. D in g e l l 's  o p e n in g  s ta t e m e n t ,  r e a d  i n t o  th e  
r e c o r d  b y  Rep. R ic h a rd  S h e lb y  (D-AL), e x p re s s e d  c o n c e rn  t h a t  " th e  F e d e r a l  Home 
Loan Bank B oard  h a s  an  i n s t i t u t i o n a l  b i a s  to w a rd s  s e c re c y "  w h ic h  " d i r e c t l y  
c o n f l i c t s  w i th  i t s  s t a t u t o r y  r e s p o n s i b i l i t i e s  t o  s e e  t h a t  p ro b le m s  a t  t h r i f t  
i n s t i t u t i o n s  a re  openly  and f a i r l y  d i s c l o s e d . . . . "  The sec o n d  p ro b le m , a c c o rd in g  
t o  Rep. D in g e l l ,  " co n c e rn s  t h e  Bank B o a rd 's  w i l l i n g n e s s  t o  u s e  and  e n d o rs e  
f in a n c ia l  r e p o r t in g  r u le s  w hich d e v ia te  s ig n i f i c a n t ly  from  th e  g e n e ra lly  accep ted  
acco u n tin g  p r in c ip le s  used in  o th e r  in d u s tr ie s ."
W itn e s s e s  f o r  t h i s  h e a r in g  in c lu d e d  Mr. F r e d e r ic k  D. W olf, D i r e c to r ,  
A c c o u n tin g  and  F in a n c i a l  M anagem ent D iv is io n ,  GAO, Mr. P e t e r  S te a r n s ,  fo rm e r  
D ire c to r , FSLIC, and Mr. W illiam  Isa ac , form er Chairman, FDIC. Mr. W olf was th e  
le a d  w i tn e s s  and s e t  th e  to n e  f o r  h i s  t e s t im o n y  b y  a s k in g :  "S hou ld  f e d e r a l  
re g u la to r s  be a llo w ed  to  p re s c r ib e  acco un ting  and re p o r t in g  ru le s  t o  a r t i f i c i a l l y  
i n f l a t e  th e  re p o r te d  f in a n c ia l  p ic tu r e  o f  d e p o s ito ry  in s t i tu t io n s ? "  He co n tin u ed  
h i s  te s tim o n y  by  d is c u s s in g  r e g u la to r y  a c c o u n t in g  p r i n c i p l e s ,  d e f e r r e d  l o s s e s ,  
a p p r a i s e d  e q u i ty  c a p i t a l  and  n e t  w o rth  c e r t i f i c a t e s .  D u rin g  th e  q u e s t io n  and  
a n sw e r s e s s i o n  w h ich  fo l lo w e d , Mr. W olf s t a t e d  t h a t  FAS No. 15, A c c o u n tin g  b y  
D ebtors and C re d ito rs  fo r  T roubled Debt R e s tru c tu r in g s  was "too l ib e r a l "  and he 
s a id  y e s  t o  Rep. S h e lb y  who a sk e d  " i f  i t  w as t im e ly  t o  r e v ie w  and  ch ange  b a s i c  
accoun ting  r u le s  as  th e y  r e l a t e  to  f in a n c ia l  in s t i tu t io n s ? "  Mr. W olf concluded by 
s t a t i n g :  "We b e l i e v e  t h a t  i t  i s  im p e r a t iv e  t h a t  f i n a n c i a l  i n s t i t u t i o n s ,  t h e i r  
a u d i t o r s  and t h e i r  r e g u l a t o r s  a v o id  a r t i f i c i a l  a c c o u n tin g  g a m b its  d e s ig n e d  t o  
i n f l a t e  r e p o r te d  e q u i ty  and  t a k e  a  h a r d  lo o k  a t  t h e  c o l l e c t i b i l i t y  o f  p ro b le m  
loans in  t h e i r  p o r tf o l io s ."
Mr. P e t e r  S te a r n s  fo l lo w e d  Mr. W olf and  d e v o te d  th e  p re p o n d e ra n c e  o f  h i s  
t e s t im o n y  t o  t h e  p r o p o s i t i o n  t h a t  th e  F e d e r a l  S a v in g s  and Loan I n s u ra n c e  Fund 
needs to  be im m ed ia te ly  r e c a p i ta l iz e d .  Mr. S te a m s  s ta t e d  t h a t  th e  Fund needs $10 
b i l l i o n  r i g h t  now t o  re so lv e  e x is t in g  case s  and t h a t  a  t o t a l  r e c a p i t a l i z a t io n  o f
$80 b i l l i o n  w ould  b e  i n  o r d e r .  In  re s p o n s e  t o  a  q u e s t i o n  from  Rep. S h e lb y , Mr. 
S te a m s  s ta t e d  t h a t  th e  Fund i s  n o t bankrup t, because th e  Government would never 
a l lo w  t h a t  t o  h ap p en . The p ro b le m , a c c o rd in g  t o  S te a r n s ,  w as t h a t  th e  i n d u s t r y  
m ust h e lp , b u t  th e y  w on 't fa c e  th e  problem ; h e a lth y  in s t i t u t i o n s  d o n 't w ant t o  g e t  
in v o lv e d .
The f i n a l  w itn e ss  was fo rm er FDIC Chairman W illiam  Isa a c . He s ta t e d  t h a t  th e  
lo w e r in g  o f  s ta n d a r d s  and  th e  u se  o f  r e g u la to r y  a c c o u n tin g  p r i n c i p l e s  b y  FSLIC 
"made th i n g s  w o rse ."  He a l s o  s t a t e d  t h a t  FAS No. 15 " i s  so  l i b e r a l  a s  t o  be  
u n r e a l i s t i c "  and t h a t  th e  accoun ting  system  should  r e f l e c t  economic r e a l i t y  and 
sh o u ld  b e  a s  n e u t r a l  a s  p o s s i b l e .  Rep. S h e lb y  th e n  r e f e r r e d  t o  Mr. I s a a c 's  
p rep a red  rem arks w hich a t t r i b u t e d  c u r re n t  banking problem s to  economic c o n d itio n s  
and d ish o n e s t management. Rep. Shelby th e n  asked  Isa ac : "On th e  b a s is  o f  t h i s ,  do 
you b e l ie v e  th e re  i s  a  need fo r  in c re a se d  v ig i la n c e  on th e  p a r t  o f  th e  independent 
a u d i t o r s  i n  s e a r c h in g  f o r  f r a u d ?  S h o u ld  f r a u d  d e t e c t i o n  b e  a  n e c e s s a r y  p a r t  o f  
th e  a u d i t  f u n c t io n ? "  Mr. I s a a c  r e p l i e d  y e s  t o  b o th  q u e s t io n s .  Rep. S h e lb y  
fo l lo w e d  w i th :  "Would m ore th o ro u g h  a u d i t s  h e lp  p r o t e c t  th e  p u b l i c  fro m  th e  
d is a s tro u s  consequences o f  bank f a i lu r e s  th a n  th e  r e g u la to r y  m e a su re s  c u r r e n t l y  
b e in g  p ro p o se d ? "  Mr. I s a a c  r e p l i e d :  " I  b e l i e v e  t h a t  b o th  th e  bank  r e g u la to r y  
a g e n c ie s  and th e  o u t s id e  in d e p e n d e n t  a u d i t o r s  c o u l d . . . t h e r e 's  a  l o t  o f  room  f o r  
b o th  t o  im p ro v e  t h e i r  p e r fo rm a n c e , and  i f  th e y  do, you w i l l  h a v e  fe w e r  bank  
f a i lu r e s  and th o se  t h a t  o ccu r w i l l  be f a r  le s s  c o s tly ."  A d d itio n a l h e a r in g s  a re  
c u r r e n t ly  scheduled  fo r  4 /23 /86  and 4 /28 /86 .
For further information contact Gina Rosasco, Shirley Hodgson, or Nick Nichols at 
202/872-8190.
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